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Recent Trends in United States Export Trade

HE foreign trade returns for recent smonths revaal

n number of abrupt chengea in both the composition
and destination ¢ United Stnéss exportz, bui they do
not show any significant incresss in the expord totaln
which can clearly be attributed to the war in Europe.
This ia probably due to the chnaracter of the wm to
date; if and when the wer eniers a more destruetive
phase & laiger volume of exports from this country
may atill rensonably be expected. It is, nevertheless,
n fact thet the expectations of grently enlarged foreign
snles, which formed tha basis for the unwswally rapid
acveloration in domestic business since Auvgust, hava
not been reakized. Oun the other hand, disloestions
arizing out of ahipping snd other diffionitiss have not
reatricted trade as they did immedistely upon the out-
braak of war in 1814,
Exports Rising Since June.

In the $-month pericd from September to November
gxports wers 17 percent higher thon in the same period
of 1938. {(See tuble 1.) 'This fact might at firgt op-
pear to be attributable to the war, In making the
comparison with 1838, however, it must be recolled
that that year wae cne of falling foreign demand for

our goods, ms is evident in fipure 8. Our exporta this
yoor were alrendy showing & rising tendetiey befora the
ousbreak of the war, and have been higher than last year
in avery month zinee Juns. The direct requiretnents
of intensified foreign rearmament programs and ithe
sxpangion of industrisl setivity abroad resulting from
them both contributed towsrd an increase of forsign
demand for American goods. If the comparieon is
made with 1937, exports from September to Novemhber
of the current year have fallan elightly. From these
facta it might be amumed that the war had little
affact mpon our sxport trade and that the inerease
over 1928 reflacta meraly the continuation of an up-
ward movement which was already vmder way. Analy-
gis of the datailad figures damonstrates, howevar, thet
the war has affected both the commodity and the
geographie diateibution of shipmenis from this eonntry.

Comparative dote for the September-November
periods of 1938 and 1934 ahow that the 17 percant nd-
vance in exports was entirely the coneaquenca of in-
creasnd exports to the European neutrals and to coun-
tries outaids Europe, 0s is shown in table 1.  Purchoses
of United Stotea merchandise by the Scandinavien
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_pountries Toas by no.lees than 70 percent over 1938;
thoze by Canada and other northern North American
couniries increased approximately 42 percent and for
Lgiin-Americen couwniries the gain was 40 percent.
Direst shipments to Germany, relatively amall in recent
yeors, fell almost to zero, An imcrense to the United
Kingdome and Franes, however, has not matarinlized.
Exporis t¢ the United Kingdom declined somewhat and
those Lo France increased slightly, a8 compared with
1%38; both were far below ihe same montha of 1937.
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Figurs 4.=¥alus o United Btates Expoco of Merchandine, by Ecomensic
Clasess, Calsndac Yoars 1914, 1315, 1920, and 1957 (0. E. Doparement of
Copameicg, Burspe of Poralgo wad Damdstia Conapiaree).

Our exports to these twoe counfries together wers in
factk lower than in the corresponding peried of any yenr
since 1934, The sharp divergence batwesn actual de-
velopments and the widely held anticipations of in-
oransed sales to the European Allies is brought out even
more clenrly by the movement of exports within the
3-month pariod. Ehipmenta te the United Kingdom
fell from 80 million dollara in Bpetember to 31 million
dellors in November; a subsioutinl decline oceurred in
all bat one minor group of commodities,

Of the gain iu totel exports over 1938, n.pprmumn.taljr
one-third was occounted for by higher cotton ship-
ments. (Ses table 1.} Cotlon exports in 1928, how-
aver, were unusually low; exports in 1939, despite the
operadion of the cotlon-export program were still below
those of 1937, Large wartime demand for povk prod-
ucts and dried fruits falled to materialize, while the
demand for frebh fruits and tobacco was curtailed even
more rapidly than at firal seemed likely. Tobacco
exports fell from 65 million dollors in September—
Navember, 1938, to 17 million dollars in the same
period of 1389, s o result of the sharp decline in British
purchases. o the first 2 months of hestilities, the
quanticy of farm produets, other than cotton, exported
t¢ Fronce, Qermany, Poland, and the United Kingdom,
was 061 percent less than in September and Qctober of
last year. Foreign purchnses of nonagricultural com-
modities on the other hand, showed sipnificant ineransss
aver 1028, bui this wos the case i every month sinca
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April. The expnneicn since $he outbreak of war oc-
ourrad in foreipn purchesss of metals and metal manu-
foctures, chiefly iron and steel-mill products, now-
metallic minerals, mainly coal nod petrolaum products,
machinery, snd chemjicals. C(lur exporis of aircraft,
parts, and socessoties also increased in spite of & decline
in Ootober. Pareizn purcheses of Unitad States auto-
mobiles, including perts for assembly abroad, on the
other hand, foll nearly 10 percent from 1$38 and were
nezrly 35 percent below exports in the same period
of 1957,

Theze developments sve it many ways different from
those of the first few months of the World War, par-
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ticwlarly with respect to exports of sgriculturnl com-

modities. In 1914 it wos the ¢otton trade which wos

most severely affeoted by the firet dislocations yesuling
from the outbreak of hostilities. Shipments of grain
and foodatuffe, sa given in figure 4, showed an early rise,
although this was in great poart o result of the fact that
Canadian and Austrolian wheit production was small
while tha United States enjoyed o record crop. Foreign
purchases of finished and semmmsnufoctured ariicles
ingrensed sharply in September and October of 1314 as
they did in 1939, In 1014, however, they hod been
declining prior to the outbreak of war snd in the

September-Novembker pericdd of 1914 they were still

lower than in 1913, Thus the World Wax roversed a

downward movement wheress the present war hegan

at a time when exports of semimanufactures and
finished manufactures ware alrendy higher than in the
preceding year, As may be geen in figure § the two
periods differ sl in the faect that axporits to hon-
European arens did not expand immediately in 1914 as
they havs in 1939.
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The time which waa required before our axports felé
bhe full imapaot of the World War is likely to be for-
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gotten. The War tends to be remembered ss a msingls
epizode which resulied in o tripling of our exporte be-
tween 1314 and 1918. It will be recallad that under
the stimulus of expanding exporte, industrial produc-
iHon, commodity prices, and the peticnal income in-
ereased to high levels, (Ses fige. 6 and 7.) The mem-
ory of this enormous expansion appenrs to hnve bemn
the primary factor in the wave of buying and fhe sud-
den expansion of business activity which hegan in
September. Although the decline in shipments o the
United Kingdom and the failvre of total exporta to
expoand mors than they have are ot variance with the
expectnitons which played o mojor part in the Septem-
ber expab=ion, thess developments nppear to e quite
consiztent bath with the chopged position of the United
States #2 o supplier of food ond raw maderials, and with
the sconomin policien of the Allies,

In recent yoars neazly two-thivds of exporis from the
United States have consisied of finished and eemi-
finished manufactures. {(See table 2 anad fig. 8.}
Crude materinls comprise about o fourth of oll axperta,
with crude nod manufactared foodatuffe malking up the
remeinder. Bafora the World War, on the other hand,
crude materinls, principally cotton, conetituted ome-
third of out exporta whils focdstufis amounted to zbout
one-fifth, Finished and semifinished manufzctures
somprised loss then one-half of our exports.
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Thesa differenoss in the strocture of our export trade
ers clossly related (o changes in the geographic dis-
tribution of exports. The decline in relative importance
of ¢rude materinla and of foodstutfa sinca the pre-World
War yenrs his been necompanied by a decline in the
proportion of our totnl exports taken by BEuropean
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gountries, which wers the prineipal inarkets for thees
products. Shipments t0 Europe dizing the S-yesr
pariod Preceditg the present conflict were approxi-
matedy two-filths of shipments to all coundries; in the
period preceding the World War they were thres-fifths
of the todal. The relative importance of axports to all
other world orens hos merensed, the rise In the pro-
portion of axports going to Asin being particularly
notable.

‘Whataver gzing or dislocatisns in foraign trads may
be snticipated ns a result of the European War, it
should be emphasized thet sxports of erude products are
not now of the same importonce that they wers in
1914 and that trads with Europe, partly for this reason,
does not occupy the place that it then did. Behind
thesa facts lie long-run developments with & dirsct
bearing upon the probable course of axporé trade during
the present covflict. Additional major esouress of
breadstoffs and other agricultural products ontside the
Unitad Stntes hare appaarsd sinea 1914, ond many of
the belligerent countries are thamselves more nemiy
self-anfflcient. in essentinl foodstuffs than they were at
the time of the World War.

Moroover, it is praciszely in the asse of the Unitad
Eingdom, which yauet import large quoantities of food,
that altanative sourees of supply have been developed.
At the outast of the World War we supplied 20 percsnt
of British importa of food, drinl, tobacco, and raw
materiala. In recent years wo have contributed only
about 10 percent. In the case of other erude materiais
ng, for axampls, in the case of minerals, produetion
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outside the Tnited Sintes has been prently incrensed
since the World War period. These considerations,
among others, suggest what is to some extent already
eviden’ from trade returne: that any increass in exporis
to Buropean countries and éo the belligerent countries
in paviicular will be concenirated to a considerebla
degree in manufsctured articles, As o mabiar of fact,
it was this category of exports which axpanded fo the
grentest extant during the World War years, although
the rise in shipments of foodstuffs was significant for the
war pertod as & whole snd especially during the first
Yoot,

Tabku_i—Farctontags Dhsribuslon of Valwe «f Uiited States Bxporis,
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A second factor operating fo resivict the great ex-
pansion of our exports to the belligerents lies in the
aconomic policies which Franes and the United King-
dom have adopted. Striot comtrol of foreign trade
and vepresgive fiseal policies ware immedintely put into
affact, in onder to minintize nonessential vses of labor,
maierigls, and foreign exchange. Comsumption and
privats investment are heing repressed by drastic
incresees in income and ofher taxes whila the sapital
merkata ore under strict control, These measures, by
restricting the expamsion of ineomes and by foreing a
reduction in the standard of living, cause o reduction
in cortain types of importa, In nddition the deprecia-
tion of sterling impedes the How of poivie into sterling
countries from the United States. Imports are being
further reduced by divect limitation ond, in sorne cnses,
absohute prohibition, Cautious and secrdinated buy-
ing by the AWies contrasts shorply with tha competition
and duplication whick characterized orders during the
first peré of the last war, It is clear thot the Alliea
intend to Yimit their expanditures in the Tnitad Statea
a3 much as possible. They are carsfully concerving
their gold, dollar balances, and securities marketobla
in the United States to meet the needs which may arise
if and s the war develops, Furthermore, they evi-
dently hope to minimize tha inflationary effects of war
expenditure et home,

The movement of our gaods to neutrals is limited by
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the contrels imposed by the belligerents upon neutral
trade, opplied with grenter severity and -at & much
earlier stege then in the World War. Blockade and
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contraband regulations will keep nt a3 mimirmum oar
exports to seriain of the bellizerents as well as to some
neutral countries, The existence of anbatantinl acen-
mulaied etocks of both war moferinly and eivilion sup-
pliea iz yot another fantor which will prasmmably reatrist
the demand for Amerioan products in the near futurs,
In s mensure, ne sxpors statisties during the past severnl
years indicote, the wor demand for domestie exports
bas been olready felt. Armament raquirements, the
bailding vp of reserve atocks, snd the generally high
rata of nduetrial sctivity induced by war proparations
have all bean yeflected in the export frode of the United
Stataz,

The foregoing conmiderntions apply partiewlarly to
prospentive export trade with the Kuropean belligerents
and with some qualifientions to other Europenn coun-
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tries 8leo. The prespects of improved trads with non-
Kuropean countries, belligerent and neutral, tym wpon
rather different issues. The possibility of sm axpan-
gion of axports from the United States to such countries
8s 4 result of & lessening of trade with Europe, depends,
of course, upon the trend of their exporis to the United
Statea, npon the disposable procesds of their total
exporis, and wpon the possibility of bortowing in the
United States, The fact that the produciive facilities
of many of the countries concerned are mot in hiph
degree apmplementary to those of the Unitad Stotes
need not copatitute an insuperable obstacle in this
direction, provided that receipts from shipments to
Burope and elsewhere can be frealy ntilized for making
purchasea of our goods.

Hera it should be noted that tha movement of prices,
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egpecinlly the prices of the primary maierisls which
compriss tuch a Iarge proportion of the exports of covn-
tries ountside of Enrope, is a factor of primery impor-
tance. The boom in the externsl trades of Letin Americn
during the World War, for sxample, weas in large meas-
ure the consequance of & groat rise of prices. Asida
from: the prics factor, the experience of the World YWer
period engpests that trade between the United Stntes
and Latin-Amerjean countries may he expected to
increase moderntaly in the short run and eignificantly
over an extended period of time vnder the conditions
created by war in Europe. An inerease over both
1%37 and 1935 has occurrad in exports from the United
Siates to Caneds, and the use of Canadian facilities
for the menufnciure or processimg of war moterinls ey
lead to & furciker morked axpoansion.



